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TAGS: ETRD, MTN, UY 

SUB J : USG HANDLING OF GOU AUTOMOTIVE EXPORT REQUIREMENT IN MTN 
USMTN 

REF: STATE 077506 

1 . REPRESENTATIVES OF LOCAL U.S. AUTO ASSEMBLY OPERATIONS 
(FORD AND GENERAL MOTORS) PROVIDED THE FOLLOWING DATA ON THE 
GOU EXPORT REQUIREMENT FOR AUTO AND COMMERCIAL VEHICLE 
ASSEMBLY OPERATIONS AND OFFERED SUGGESTIONS FOR TARGETS IN 
MTN FOR ADJUSTMENT OF THAT REQUIREMENT: 

2. GOU DECREE 128/970 OF 1970 ESTABLISHED THE EFFECTIVE 
REQUIREMENT FOR AUTO ASSEMBLY FIRMS IN URUGUAY TO EXPORT 
URUGUAYAN PRODUCTS TO EARN THE FOREIGN EXCHANGE (FX) COVERING 
SOME PROPORTION - DEFINED BY LATER DECREES - OF THE 

COST OF THEIR IMPORTED AUTO COMPONENTS. DECREE 697/976 OF 
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1976 ESTABLISHED THE PERCENTAGE OF THE FOREIGN EXCHANGE COSTS 
OF IMPORTS TO BE COVERED FOR EACH YEAR OF THE PERIOD 1977/79. 

FROM THE 1974 LEVEL OF 100 PERCENT, THE PERCENTAGE WAS TO BE 
RAISED TO 105 PERCENT IN 1977, 1 15 PERCENT IN 1978 AND 128 
PERCENT IN 1979. COMMERCIAL VEHICLE COMPONENTS IMPORTED HAD 
LIKEWISE TO BE COVERED AT A LEVEL OF 40 PERCENT OF FOREIGN 
EXCHANGE COST DURING THE 1977/1979 PERIOD. GOU RATIONALE WAS 
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SIMPLY TO MEET THE INCREASING NEED FOR FOREIGN EXCHANGE AFTER 
THE DISASTROUS COMBINATION IN 1974 OF THE VIRTUAL CLOSING OF 
THE EUROPEAN MARKET FOR URUGUAYAN AND OTHER IMPORTED MEAT AND 
THE OPEC OIL PRICE RISES. FURTHER EMPLOYMENT AND URUGUAYAN 
VALUE ADDED TO EXPORTS WERE OTHER OBVIOUS OBIECTIVES. THE AUTO 
INDUSTRY HAD TO ACCEPT DISCRIMINATORY CONDITIONS: A) FOREIGN 
EXCHANGE MUST BE EARNED IN ADVANCE OF IMPORTS; AND B) EXPORT 
REBATES AVAILABLE TO OTHER INDUSTRIES ARE GIVEN TO THE 
AUTO INDUSTRY AT ONLY 40 PERCENT OF THE NORMALLY APPLICABLE RATE. 
NO OTHER INDUSTRY IS REQUIRED TO COVER IMPORTS IN A SIMILAR 
WAY. 

3. BOTH REPRESENTATIVES OF U.S. OPERATIONS HERE INDEPENDENTLY 
SUGGEST THAT THE U.S. BARGANING TARGET SHOULD BE THE 
SUSPENSION OF THE APPLICATION OF THE 128 PERCENT FX COVERAGE 
IN 1979 AND A REVSRSION TO THE FORMER 100 PERCENT RE- 
QUIREMENT. BOTH BELIEVE THE POLITICS OF GOING FURTHER UNDER 
CURRENT CONDITIONS WOULD RUN COUNTER TO THEIR INTERESTS. 

4. THE GOU MAY BE WILLING TO DISCUSS THIS EXPORT 

REQUIREMENT SIMPLY BECAUSE CURRENT GOU ECONOMIC POLICY MAKERS 
ARE AWARE OF THE ADDED COST TO THE URUGUAYAN CONSUMER OF THE 
EXPORT REQUIREMENT. ACCORDING TO FORD AND GM DATA. APPROXIMATELY 
ONE THIRD OF THE VALUE OF THE EARNED FX HAS TO BE ADDED TO THE 
COST OF THE ASSEMBLED VEHICLE IN URUGUAY TO COVER LOSSES ON THESE 
EXPORT TRANSACTIONS. 
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